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SUBJECT: CONSTRUCTION FINANCING CUT: LABOR SHORTAGE GLAMED 

1 . THE CENTRAL BANK OF CYPRUS HAS CONFIRMED THAT THE BUILD- 
ING SECTOR WILL NOT BENEFIT FROM THE GOVERNMENT'S PRIORITY 
FINANCING DURING THE COMING YEAR EXCEPT FOR HOTEL AND PLANT 
CONSTRUCTION. RESPONDING TO RECENT PRESS REPORTS, BANK 
SPOKESMAN EXPLAINED THAT THE BANK HAS NOT ASKED NOR IS IT 
GOING TO ASK THE COMMERCIAL BANKS TO CUT FINANCING FOR 
BUILDING PURPOSES. HOWEVER, IT IS GOING TO STOP ADVANCES 
FROM ITS "SPECIAL FUND" SET UP TO FINANCE "PRIORITY SECTORS". 

THE BANK S ACTION REFLECTS GOC DECISIONTO PLACE GREATER 
EMPHASIS ON ISSUING LOANS FROM THE "SPECIAL FUND" FOR 
FINANCING THE CONSTRUCTION OF HOTELS, MANUFACTURING PLANTS, 

AND THE PURCHASE OF INDUSTRIAL EQUIPMENT. 

2. IN COMMENT, JANUARY 27TH, ON THE NEW RESTRICTIONS, 

THE FINANCIAL EDITOR OF THE CYPRUS MAIL QUOTES "WELL 
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INFORMED SOURCES" AS SAYING THE DECISION IS MAINLY 
DUE TO THE SHORTAGE OF SKILLED LABORERS IN THE 
BUILDING INDUSTRY AND TO A LESSER EXTENT TO GOC DESIRE 
TO COOL OVERHEATED CONSTRUCTION SECTOR. CURRENT 
BUILDING BOOM HAS LED TO A SHORTAGE OF BUILDING 
MATERIALS AS WELL AS LABOR AND HAS DELAYED GOVERNMENT 
PRTGRAMS FOR REFUGEE HOUSING SCHEMES. 
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3. BUILDING TRADE SOURCES ARE REPORTEDLY NOT CONVINCED 
THAT RESTRICTING FINANCE IS BEST WAY TO SOLVE PROBLEM. 
MANY HAVE EXPRESSED FEARS THAT SUCH ACTION MIGHT 

BE SELF DEFEATING. THEY ACCEPT, HOWEVER, THE 
SHORTAGE OF MIGRANT LABOR ABROAD AND HAVE NOTED THAT 
RECENT VISIT BY MINISTER OF LABOR SPANOS TO THE GULF 
WAS CONNECTED WITH THIS PROBLEM. ON HIS RETURN THE 
MINIRTER SAID THE GOVERNMENT S EFFORT WAS TO "KEEP 
A BALANCE 

BETWEEN CYPRUS REQUIREMENTS IN MANPOWER, 

IN LIGHT OF EXISTING CONDITIONS, AND MEETING THE 
REQUIREMENTS OF (CYPRIOT) BUILDING CONTRACTORS 
ABROAD". BUILDING TRADE SOURCES HAVE SUGGESTED THAT 
RESTRICTION OF FINANCING IS ONLY ONE OF FOUR OPTIONS 
GOC CULD HAVE TAKEN. THE OTHER THREE ARE (A) 
CONTROLLED IMPORTATION OF LABOR FROM ABROAD 
(OPPOSED BY TRADE UNIONS), (B) LIMITED REPATRIATION 
OF CYPRIOT LABOR (WHICH WOULD DEPRIVE THE COUNTRY 
OF INVISIBLE EARNINGS), AND (C) RELEASE FROM WORK 
OF NATIONAL GUARDSMEN WITH DEVELOPED SKILLS, ( A MOVE 
OPPOSED BY SECURITY FORCES COMMANDERS). 

4. FINANCIAL EDITOR CONCLUDES THAT GOC OPTED FOR 
POLITICALLY LEAST EXPLOSIVE, BUT FINANCIALLY MOST 
DANGEROUS COURSE OF ACTION BY ATTEMPTING TO COMBAT 
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THE LABOR SHORTAGE THROUGH A MONEY SHORTAGE. HE 
ADDS THE HOPE THAT THE MEASURE WILL BE JUDICIOUSLY 
APPLIED ALLOWING BANKS MEASURE OF FLEXIBILITY IN 
FINANCING, AT LEAST, PRIVATE HOUSING NEEDS AS OPPOSED 
TO COMMERCIAL BUILDING. 

DILLERY 
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